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Deputy Director 

Administration •• Executive/Legal •• Enfarcement •• Statements of Economic Interest 
322.5660 322.5901 322~1 322-4444 

April 2, 1985 

Department of Housing and Community 
Development 

921 10th Street 
Sacramento, CA 95814 

Dear Ms. Nauman: 

Re: Your Request for Advice, Our 
File No. A-85-047 

Thank you for your letter requesting advice concerning your 
reporting requirements under the Political Reform Act. l / This 
letter confirms the advice I gave you by telephone on March 26, 
1985. 

FACTS 

You have stated that your husband is an attorney in private 
practice as a sole practitioner. During the past year he has 
represented several California limited partnerships. You have 
indicated that the general partners of some of the limited 
partnerships are the same individuals, although the limited 
partners in each limited partnership will generally be different 
people, and each limited partnership is a separate legal entity 
with its separate financial structure. Each limited partnership 
is billed separately for the legal services associated with that 
limited partnership. Each limited partnership will operate 
essentially the same type of business at a different location, 
as a franchisee with a common franchisor. 

QUESTIONS 

For purposes of disclosure on your Statement of Economic 
Interests, may you consider income to your husband's law 

1/ Government Code Section 81000-91015. All statutory 
references are to the Government Code unless otherwise 
specified. 
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practice from the limited partnerships as income from separate 
clients? 

In determining whether you are required to report the legal 
fees your husband received from a client, may you exclude 
amounts attributable to reimbursement for costs such as filing 
fees, title insurance, fees, investigator's fees, printing 
costs, or travel expenses? 

CONCLUSIONS 

For purposes of disclosure on your Statement of Economic 
Interests, you may not consider income to your husband's law 
practice from the limited partnerships as income from separate 
clients when the limited partnerships have the same general 
partners. 

In determining whether you are required to report the legal 
fees your husband received from a client, you may exclude only 
the amounts attributable to costs billed to the client by your 
husband's law firm and passed on directly to another person or 
entity. You may not exclude amounts attributable to the law 
firm's general operating expenses, such as rent, salaries, or 
utility bills. 

DISCUSSION 

Section 87207(b) provides that when a public official is 
required to report income of a business entity, including income 
of a sole proprietorship, the public official's statement shall 
contain, among other things, the name of every person from whom 
the business entity received payments if the filer's pro rata 
share of gross receipts from such person was equal to or greater 
than $10,000 during a calendar year. 

Your question concerns the method of reporting income to 
your husband's law practice from limited partnerships. 
Initially, it is important to note that you are required to 
report only your community property share of your husband's 
income. Therefore, for purposes of determining whether the 
threshold is met with regard to your Statement of Economic 
.Interests, your husband's law firm's gross receipts from a 
single client must equal or exceed $20,000 in a calendar year. 

You have indicated that some of your husband's limited 
partnership clients have the same general partners. When that 
is the case, you should consider the combined gross receipts 
from those limited partnerships as the gross receipts from one 
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client, the general partners. Accordingly, if the combined 
gross receipts from each limited partnership with the same 
general partners equal or exceed $20,000, you are required to 
include on Schedule H of your Statement of Economic Interests 
the names of those general partners. 

Turning to your second questions, the general rule is that 
when income is required to be reported, income includes all 
payments received, whether or not any expenses were incurred. 
Section 82030. Thus, your statement must include the name of 
each client of your husband's law firm if the gross receipts 
from such client were equal to or greater than $20,000. Section 
87207 (b) (3) • 

However, in its op1n10n to Scott T. Carey, 3 FPPC 
Opinions 99 (No. 76-087, Nov. 3, 1977), the Commission concluded 
that gross receipts of a brokerage firm included only the 
portion of the client's fee that was retained by the firm, and 
did not include the portion of the fee paid directly to the 
salesperson who brokered the sale. In contrast, the Commission 
concluded that the brokerage firm's general operating expenses 
were included in the firm's gross receipts. 

Based on the Carey opinion, we conclude that the gross 
receipts of your husband's law firm do not include costs such as 
filing fees, title insurance fees, investigator's fees, or any 
other fees which are passed on directly by the law firm to 
another person or entity. However, the gross receipts of the 
law firm do include salaries and other general operating 
expenses of the law firm. 

If you have any further questions regarding this matter, 
please contact me at (916) 322-5901. 

.... 

KED:nwm 

Very truly yours, 

#ttv~ t-. /ifnu-v~ 
Kathryn~. Donovan 
Counsel 



February 22. 1985 

Ms. Barbara Milman, Chief 
Legal Division 
Fair Political Practices Commission 
1100 "K" Street, P.O. Box 807 
Sacramento, CA 95804 

Dear Ms. Milman: 

As a Deputy Di rector of the Department of Housi ng & Communi ty Development. I am 
subject to the reporting requirements of the Political Reform Act of 1974. 
Attached is a copy of the Department's employee designation and disclosure 
categories. 

My husband is an attorney with a private law practice in which he is the only 
member. During the last year, he has represented several California limited 
partnerships and I anticipate that he will remain involved in this area of law in 
the future. Because of the complexities and variations involved in these 
transactions, I am uncerta"in as to the applicability of the Act's reporting 
requirements to this business activity. I would appreciate your opinion as to my 
disclosure responsibilities with respect to the following situation. 

My husband's legal representation will consist of preparing the organizational, 
offering, and subscription documentation of the limited partnerships; assisting in 
the formation of the limited partnerships, including the required filings and 
recordation of offering and formation documents; advising the partnerships in their 
business activities; and possibly other services. The general partners of some of 
the limited partnerships will be the same or substantially the same individuals. 
Generally, the limited partners in the various limited partnerships will be 
different; however, one or more limited partners in anyone limited partnership may 
also become limited partners in one or more of the other limited partnerships. 

Each of the limited partnerships will operate essentially the same type of business 
at different locations. Each will be separate legal entities, with their own 
separate financial structures and profit and loss distribution formulas. Each will 
be franchisees operating under the same or essentially the same franchise agreement 
with a common franchisor. The limited partnerships will be permitted, if they so 
desire, to jointly procure mutually needed supplies and services, but each will be 
responsible for its proportional share of the costs of the services or goods 
procured. 

The respective limited partnerships will be billed separately for the legal 
services associated with that limited partnership. and the legal fees will be paid 
from the funds of the respective limited partnerships. It is expected that no one 
1 imi ted partnershi p wi 11 pay 1 ega 1 fees in anyone reporti ng peri od in excess of 
$10,000. However, cumulatively. it is expected that the limited partnerships will 
pay in excess of $10,000. 

With reference to the provisions of the Political Reform Act of 1974 which requires 
disclosure of the identities of clients paying fees in excess of $10,000 in a 
reporting period, I would appreciate your opinion on the following question: 



Will each limited partnership be considered a separate client, thus requlrlng 
disclosure only if anyone of the limited partnerships pays fees in excess of the 
reporting threshold; or will the legal fees paid by the limited partnerships be 
aggregated, thus requiring disclosure if, cumulatively, the limited partnerships 
pay legal fees in excess of the reporting threshold? 

On a related suspect, I would also appreciate your opinion on the following: 

If a gross legal fee paid to m¥ husband contains elements for both legal services 
rendered and reimbursement for costs advanced (i.e., filing fees, title insurance 
fees, investigator's fees, printing costs, travel expenses, etc.), may the portion 
of the gross fee paid which is attributable to reimbursement for costs be excluded 
when calculating whether the reporting threshold has been reached? 

Thank you for your assistance with respect to the above questions. 

Sincerely> 

Julie Castelli Nauman 

Attachment 
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. . . . , 

6500. General Provisions 

DEPARTMENT OF HOUSING 
AND COMMUNITY DEVELOPMENT 

The Political Reform Act, Government Code Sections 81000, et ~., 

requires state and local government agencies to adopt and promulgage Conflict 

of Interest Codes. The Fair Political Practices Commission has adopted a 

regulation, 2 Cal. Adm. Code Section 18730, which contains the terms of a 

standard Conflict of Interest Code, which can be incorporated by reference. 

and which may be amended by the Fair Political Practices Commission to 

conform to amendments in the Political Reform Act after public notice and 

hearings. Therefore, the terms of 2 Cal. Adm. Cede SectionlS730 and ar.y 

amenc~ents to it duty adopted by the Fair Political Practices Commission, 
. 

along with the attached Appendfx in · ... hich officials and employees ar,e 

desisnated ana disclosure categories a~e set fo~th. are hereby incor~ord~ed 

by re:erence and constitute the Conflict of rnt=~est Code of the ae~art~en~ 

ana C~~ission of Housing and Community :evelo~~ent. 

Pursuant to Section 4(A) of the s:andard Code, designated employees 

shall file statements of economic interests 'Nit!'! the agency. Upon r'!cei;::: 

of the state~ents of tr.e ~irector, tne ~sencJ )h3ll ~ake and retain a ccpy 

and f~rNard the original of these state::ents t~ :he Fair Political Practices 

Coromi s s ; on. 

~OTE: Authority cited: Sectj~ns 37JCO aR~-i:;;J SJ~~rn~ent Cc~e. 
Reference: Sections 37300'" =~-S':~ - 37 3: 1, G,J'/err:~cni: C':t:e. 
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APPENDIX A - DESIGNATED POSITrONS 

Persons in the following classes or positions are designated employees 
and shall make the types of disclosures set forth in the disclosure 
category listed opposite the position. 

9iSt;~A;E9-PQSt+t9NS 

CLASS OR POSITION 

'Q~J.nSSt9N 

DISCLOSURE 
CATEGORY 

'9~4ss49AeFsl-Ass4s~aA~-t9-~Ae-bemM4ss4eA ••••• w •••••••••••••• 6-

Directorate 
Director; Deputy Directors; SeeeRa-ge~wty-g4Feet9F; 
Special Assistants to the Director; Special Consultants; 
;eAeFa+-b9wRse+;-a++-a~t9FReys-4R-be§al-Q~~4eet -
be§4s+at4¥e-be9F~4Rat9F ••••.••..•.••.•••.•.•.•.•.•.•.••.••••.• 

Aee9wAt4A~-9_~4eeF-I'lt-Sws4Ress~SeF¥4ees-Ass's'aRtt 
Staf$-5ep~4ees-~aAa!e~ ..•..•..••....•.•........•...... ........ 

Legal Office 
Attorneys (all levels) ....................................... . 

Administrative Division 

Research and Policy Division 
Division Chief, Assistant Chief; Special Consultants •••••••••• 

Codes and Standards Division 
Chief; Assistant Chiefs ••••••••••••••••••••••••••••••••••••••. 
SeA49F-'4¥4+-~A§4ReeF.7 ••••••••••••••••.•••••••••••••••••••••• 
En ineerin Plan Check ~ana er; Civil En lneers 
all levels ................................................. . 

Codes and Standards Administrator (all levels); Jistrict 
Re resentatives (all levels); Special C:nsult3n:s; 
feees-~Ae-Sta~8a~es- Rs~eEteF-t-aAe-t l-Assee~~;e
~4¥4+-ER9iAeeF; Soecial Consultants; Mobileho~e 
Registration Manager; ~~obi1ehome Registration Supervisor III; 
~1obilehome Registration Specialist ........................... . 

l,~,.~-
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APPENDIX B - DISCLOSURE CATEGORIES 

Financial interests of employees holding positions designated in this 

section are to be reported in statements of economic interests as 

follows: 

Designated Employees in Category I must report: 

a) All investments and any positions in any business entity; 

b) Any positions- in any state or local government agencYi 

c) All sources of income; 

d) All interests in real property (excluding one's primary 
personal residence. 

Designated Employees in Category 2 must report: 

a) of income from 

or 

b) All investments,ppsitioDS in or sources of income from 
an entit en a ed in the desi n of, develo ment or 
rehabil~tation 0 , sale or purchase 0 , or investment in 
real property, manufactured or factory-built housing. 

c) All investments, ositions in or sources of income from 
any entity engaged in the design, evelopment, rehabil~tation, 
or construction of public facilities. 

d) Any interest in real property (excluding one's primary personal 
residence) situated in any juriSdiction receiving or eligible 
for funding from or through the section to which the 
designated employee is assigned. 

e) Investments, business positions, or sources of income from 
any entity which is situated or doing business in any 
jurisdiction receiving or eli9ible for funding from or 
through the section to which the desi9nated employee is 
assigned. 



• «. .. ~ 

Community Affairs Division 

NOTE: Autho~ity Cited: Section 87300, Gove~nment Code 
Reference: Sections 87300-87311, Gove~n~ent Code 
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